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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations RECIPIENT FRAUD 20-003 (Cont.)

DIVISION 20 FRAUD AND SUSPECTED LAW VIOLATIONS

CHAPTER 20-000 RECIPIENT FRAUD

20-001 INTRODUCTION 20-001

The purpose of these regulations s to:

.1 Clarify the meaning of fraud in public socia services programs (including public assistance).

.2 Establish abasisfor asound and uniform relationship with law enforcement offices.

.3 Establish standards for county welfare department (CWD) operations and uniform procedures for fraud
prevention and detection to insure prompt and consistent action in situations where there are valid reasons
to suspect fraud has been practiced.

4 Provide aflow of consistent and precise data on the extent of fraud and the status of work relating to its
prevention, control and handling.

20-003 DEFINITION OF FRAUD; REFERRALS AND REQUESTS 20-003

FOR FRAUD AND PERJURY COMPLAINTS

.1 Definition of Fraud

Fraud exists when a person, on behalf of himsdf or others, has:

11 Knowingly and with intent to deceive or defraud made a false statement or representation to obtain
benefits, obtain a continuance or increase of benefits, or avoid areduction of aid benefits.

.12 Knowingly and with intent to defraud failed to disclose afact which, if disclosed, could have resulted
in denial, reduction or discontinuance of benefits.

13 Accepted benefits knowing he/she is not entitled thereto, or accepted any amount of benefits
knowing it is greater than the amount to which he/sheis entitled.

.14  For the purpose of obtaining, continuing, or avoiding a reduction or denia of benefits, made
statements which he/she did not know to be true with reckless disregard of the truth.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-003 (Cont.) RECIPIENT FRAUD Regulations

20-003 DEFINITION OF FRAUD; REFERRALS AND REQUESTS 20-003
FOR FRAUD AND PERJURY COMPLAINTS (Continued)

2 Referral of Cases

Upon receipt of afraud allegation or the observation of conditions which based upon knowledge of the case
provides reason to suspect that fraud exists or has been attempted as specified in Section 20-003.1, a
complete and detailed referrd shall be made to the Special Investigative Unit (SIU) for investigation which
shall, if warranted, file arequest for complaint with the prosecuting authority as provided in Section 20-
007.3.

A complete and detailed request for investigation shall be made to the SIU when there are reasonable
grounds to suspect that acrime (i.e., fraud, perjury, embezzlement, trafficking, etc.) against a public social
services program has occurred. Reasonable grounds exist when one or more of the following criteria are
met:

.21 An overpayment/overissuance may have or has resulted from a recipient's failure to report
information pertinent to eligibility or benefits.

.22 A questionable situation exists and the applicant/recipient or third party will not cooperate in
providing necessary verification which affects digibility or benefit amount.

.23 The program staff person finds conflicting information which could affect dligibility or benefit
amount, and any further action on his’her part could jeopardize the investigator's ability to
investigate.

.24 Situations involving embezzlement, collusion, conspiracy, trafficking, blackmarketing or other
general program violations.

.25 Forgery situations, providing that the instrument (e.g., warrant, Authorization to Participate) has
been transacted.

.26 The program staff person receives an alegation of fraud from any governmental agency.

.27 A public complaint containing facts which allege a crime (i.e., fraud, perjury, trafficking,
embezzlement, etc.) against a public social services program.
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations RECIPIENT FRAUD 20-005 (Cont.)
20-005 COUNTY RESPONSIBILITY 20-005
1 Generd

The CWD isresponsible for making all determinations as to dligibility or ingligibility for assistance and
for establishing the amount of overpayment/overissuance where ingligibility for any benefit isfound. The
CWD is aso responsible for preventing and discovering fraudulent actions by recipients to the furthest
extent possible, and for taking prompt and decisive stepsto investigate and establish the facts regarding
any situation in which it appears possible that benefits are being received on the basis of incorrect,
incomplete or falsedata. When the CWD has grounds to suspect that eligibility which was established or
an overpayment/overissuance of assistance, regardless of amount, was due to fraud, the CWD is
responsible for completing an investigation and, where evidence dictates, requesting a complaint from the
prosecuting authority. At the request of the prosecuting authority, the CWD is responsible for providing
documentary evidence, and insuring the appearances of investigators and other county employees of
hearings and trials.

.2 Specia County Responsibilities

Each county shall:

.21 Subject to the provisions of Section 20-007.1, establish and maintain a Special Investigative Unit
(SIV) in accordance with Section 20-007 consisting of staff trained and qualified to prevent, detect,
and investigate fraud and to carry out investigations of other possible criminal activity within the
purview of the CWD.

.22 Notify the State Department of Social Services (SDSS) of those investigators exercising the option
to carry firearms, pursuant to Penal Code Section 830.31.

.23 Maintain complete records on dl fraud investigation activities for statistical reports to be submitted
to SDSS on the DPA 266 forms.

.24 Provide periodic refresher and specia training in the prevention and detection of fraud to al program
staff, and first-line supervisors, utilizing curricula approved by the SDSS. It is recommended that
new employees receive a minimum of eight hours of such training during the first four months of
their employment. Minimum adequate refresher training is considered to be four hours annually.
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20-005 (Cont.)

FRAUD AND SUSPECTED LAW VIOLATIONS
RECIPIENT FRAUD Regulations

20-005 COUNTY RESPONSIBILITY (Continued) 20-005

.3 Responsibility of Eligibility Workers and Supervisors

.31  Genera

311

312

313

314

Program staff and program supervisors are responsible for determining digibility and
correct amount of benefits for all recipients. They must ensure that the applicant/recipient
understands hig’her responsibility for providing correct and complete data and for promptly
reporting facts required for correct determination of eligibility and amount of benefits. The
program staff must also ensure that the applicant/recipient understands the penalties
involved for misstating or not reporting relevant facts. This responsibility should be
reviewed with the applicant/recipient regularly as a reminder or to clear up any
misunderstanding.

The program staff is also responsible for taking prompt action on information received and
for relating information received, or observed, to possible future changes in dligibility or
need subject to the provisions of Division 22-000.

When it is known that recipients have a problem in reporting changes, more frequent
contacts may minimize the problem when there is a reasonable doubt as to the continuing
eligibility or correctness of benefits. This type of follow-up of information to prevent
possible fraudulent action by the recipient is arecognized "helping" process for which the
program staff is responsible.

The observations of the program staff and information from unrelated conversation may
bring out the facts even though the applicant/recipient may not have intended to report them
in the beginning.

.32 Certification and Reporting Requirements

321

Program gstaff shall advise applicants/reci pients of the possibility of criminal penalties for
making false statements or failing to report information or circumstances which may affect
igibility or amount of benefits, and shall certify that they have fulfilled this responsibility
during each benefit application or eligibility redetermination. The certification shall be
signed and dated by both the program staff person and the applicant/recipient on the same

Page.

CALIFORNIA-DSS-MANUAL-CFC

MANUAL LETTER NO. CFC-90-02 Issued 5/1/90

Page 21



FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations RECIPIENT FRAUD 20-006 (Cont.)

20-005 COUNTY RESPONSIBILITY (Continued) 20-005

322  All casssinwhich program staff or other county employees have reasons to suspect fraud
based on the criteria set forth in Section 20-003.2 shall be referred to the SIU within five
working days (see Section 20-007.31). When an applicant is suspected of fraud, the case
shall be referred to the SIU immediately and prior to completion of the application for or
granting of benefits. Because of the pendency of the application, the SIU shall investigate
these cases on apriority basisin order to resolve any questions of possible fraud in time to
alow the county to complete the determination of eligibility within the time limits imposed
upon the particular program. The fact of, or information concerning, areferral to the SIU
shall not be disclosed to unauthorized persons.

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS

1 Definition

.11 Thelncome and Eligibility Verification System (IEVS) is afederally mandated system, by which
the federally funded AFDC, Refugee Cash Assistance (RCA), Refugee Demonstration Project
(RDP), Medi-Cal Only, and Food Stamp programs request, exchange, and use information for the
purposes of verifying eligibility for the amount of benefits available under these programs.

.12 |IEVS consists of a coordinated data exchange among the various benefit programs using a
standardized format for matching purposes.

121  Thedatabases used in thisongoing IEV S "match" include:
@ Wage information from the State Wage Information Collection Agency;

(b) Unemployment/disability compensation benefits from the agencies administering
those programs;
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-006 (Cont.) RECIPIENT FRAUD Regulations

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

(© Benefits/pensions/wage information from the Social Security Administration
(SSA);

(d) Interna Revenue Service (IRS)/Franchise Tax Board (FTB) unearned income data;
(e Social Security number (SSN) verification information from SSA; and

® Inter/intra county duplicate benefit matches.

HANDBOOK BEGINS HERE

Under these IEV S regulations, the CWD shall submit certain information on applicants and
recipients to the state in order that it may be matched against the other |IEV S data bases.
All applicant data is submitted to, and processed by, the State Department of Health
Services (SDHS). All recipient data is submitted to, and processed by, the California
Department of Social Services (CDSS).

Upon receipt of the matched |EV S data (information reports) from the state, the CWD is
to use this information to determine eligibility and the appropriate level of benefits, by
reviewing and comparing it to case record information, and by verifying the applicability
of the matched data.

The CWD isaso responsible for maintaining records on the use of IEVS information as it
applies to both applicants and recipients.

All of the county responsibilities with regard to the input and use of IEV S data are subject
to specific time frames (regulated in this section).

HANDBOOK ENDS HERE
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Regulations

FRAUD AND SUSPECTED LAW VIOLATIONS
RECIPIENT FRAUD 20-006 (Cont.)

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

2 IEV S Data Input

For the purposes of this section, the terms "applicant” and "recipient” shall include al individuals seeking
or recelving assistance and any other individuals whose income and resources are considered in determining
the amount of benefits if the SSN has been obtained by the CWD. Applicants and recipients of
nonfederally funded programs such as State-only AFDC are not considered applicants and recipients for
the purposes of IEVS.

.21  Applicant Data

211

212

213

214

The CWD shall submit to SDHS, in aformat prescribed by SDHS, specific identifying
information such as, but not limited to, name, SSN, date of birth, on every applicant for the
AFDC, Food Stamp, Refugee Demonstration Project, or Refugee/Entrant Cash Assistance
programs for the purpose of operating IEV'S.

The CWD shdl input applicant datainto IEV'S at the first avail able opportunity following
the CWD's receipt of the necessary information from the applicant, but no later than five
working days after the signed statement of factsis completed.

The CWD shdl not submit information to IEV'S on any applicant who has been determined
indligible, except to the extent that the submission of such information is required under .2
of this section.

Information about individual applicants who cannot provide SSNs at application shall be
requested as soon as possible, but no later than the time frame specified in .221 of this
section after the CWD is notified of their SSNs.

.22 Recipient Data

221

Every quarter the CWD shall submit to CDSS, in aformat prescribed by CDSS, income and
digibility information on each recipient of AFDC, Food Stamps, Refugee Demonstration
Project, and Refugee/Entrant Cash Assistance, for the purpose of operating IEVS.
Nonfederally funded cases may be submitted to CDSS in adifferent format as prescribed
by CDSS.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-006 (Cont.) RECIPIENT FRAUD Regulations

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

HANDBOOK BEGINS HERE

222 Input for the Payment Verification System will continue to be extracted by CDSS monthly
from the county input to the Central Data Base.

HANDBOOK ENDS HERE

.3 Usesof IEVSInformation
The CWD shall use information obtained through the IEV S for the purposes of:
31 Verifying the applicant's/recipient's éigibility.
.32 Veifying the proper amount of benefits.
.33 Determining whether a recipient received benefits to which he/she was not entitled.
.34 Conducting crimina or civil prosecutions.
4  |IEVS Match Follow-up Time Frames
41  Applicants.
If the|EVSinformation is received during the application period, the CWD shall use it, to the extent
possible, in making the digibility determination. However, the igibility determination shall not
be delayed pending receipt of IEVS information if other information establishes the individual's
eligibility.
42 Recipients.

The CWD shdl, within the time frames prescribed by federal rule, complete a case action or make
an entry in the case record that no case action is necessary.
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FRAUD AND SUSPECTED LAW VIOLATIONS
RECIPIENT FRAUD 20-006 (Cont.)

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

421

HANDBOOK BEGINS HERE

Current federa rule prescribesthat the IEV'S match follow-up shall be completed within 45
days of the date the state agency compl etes the match.

HANDBOOK ENDS HERE

422

423

Cas= action shdl include review of the information and comparison of it to the case record.

@

(b)

For new or previoudy unverified information received, the CWD shall contact the
recipient and/or income source to resolve discrepancies as specified in Section 20-
006.54.

If the discrepancy warrants reducing benefits or terminating eligibility, the CWD
shall send a notice of action in accordance with Division 22.

Delays in completion of case action may be allowed as specified by federal rule provided

that:

@

(b)
(©

The reason that the action cannot be completed is because the requested third party
verification has not been received in accordance with Section 20-006.543(c); and

Action is completed promptly once the third party verification is received, or

If third party verification has not been received by the time of
redetermination/recertification, the CWD shall take action and make its decision
based on available information provided by the recipient and any other information
in its possession.

424

HANDBOOK BEGINS HERE

Current federal rule prescribes that action may be delayed beyond the 45-day time frame
on no more than 20 percent of the IEV S case matches.

HANDBOOK ENDS HERE
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FRAUD AND SUSPECTED LAW VIOLATIONS

20-006 (Cont.) RECIPIENT FRAUD Regulations

20-006

43

INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

Thetime frames outlined in Section 20-006.4 do not apply to cases which have been closed by the
time the data match results arereceived. The CWD shall identify such situations and pursue claims
and other actions.

5 Verification of |EVS Information

.51  Upon receipt of the IEV S matched data, the CWD shall review and compare the IEV S information
against information contained in the case record to determine whether it affects the applicant's or
recipient's eligibility or amount of benefits.

HANDBOOK BEGINS HERE

.52 Factorsto be considered in determining the applicability of the information include: complete and
positive match between the |EV S-obtained information and identifying case information, i.e,, first,
middle and last name, SSN, age and date of birth; agreement with other information contained in the
case record or otherwise available to the CWD; and appropriateness of the information in
relationship to the known circumstances of the applicant or recipient.

HANDBOOK ENDS HERE

.53 IEVSInformation Considered Verified Upon Receipt

531  IEVS information received directly from the income/benefit source shall be considered
verified upon receipt. Such information includes Social Security and SSI benefit
information from SSA, AFDC benefit information from another county or state, and
unemployment insurance and disability insurance benefits from this or another state.

532  If the IEVSinformation is determined to be applicable to case circumstances, the CWD
shall take appropriate case action without additional verification/documentation of the
information or shall note in the case file that no action is required.

.533  If based on other information available to the CWD, information from a particular income
or benefit sourceis questionable or, if based on past experience, there is reason to doubt the
applicability of the IEV S-obtained information, the CWD shall independently verify the
information as specified in Section 20-006.54.
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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations RECIPIENT FRAUD 20-006 (Cont.)

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

.54 |EVS Information Requiring Independent Verification

541 For IEVSinformation received from a secondary source which includes wage information
reported by EDD, SSA or awage reporting agency in another state; and unearned income
from IRS or FTB; and for IEVS-obtained information which the CWD considers
guestionable in accordance with Section 20-006.533, the CWD shall not terminate, deny
or reduce benefits based on this information until the information has been independently
verified.

542 Independent verification shall include verification of the amount of the asset or the income
involved; determination whether the recipient actually has or had access to such asset or
income; and identification of the period(s) when the individual actually had the asset or
income.

543  Except as permitted in (d) below, the CWD shall verify the information by notifying the
recipient in writing of the information received and requesting that the recipient respond
within 10 days. This notification shall not replace the required notice of action to reduce
or terminate benefits.

@ The written notification shall clearly explain the information the CWD has, its
relevanceto the individual's eligibility or benefit, and what actions the CWD will
take in the event the individual fails to respond to the notification.

(b If the recipient does not respond to the natification or responds and is unable to
provide sufficient information to resolve the discrepancy, the CWD shall contact
the appropriate income or benefit source. Prior authorization from the recipient is
not required for such contacts, except when the unearned income source is a
financial ingtitution. In those cases, prior authorization is required as outlined in
Government Code Section 7460 (Financial Privacy Act). These cases may be
referred to the SIU in accordance with Section 20-003.2.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-006 (Cont.) RECIPIENT FRAUD Regulations

20-006  INCOME AND ELIGIBILITY VERIFICATION SYSTEM 20-006
(IEVS) REQUIREMENTS (Continued)

D For food stamps, if the household fails or refuses to respond to the
notification, the CWD shall send a Notice of Action terminating the
househol d's participation in accordance with Section 63-504.26.

(© When the recipient or appropriate source provides the verification, the CWD shall
either take case action (by sending an appropriate notice of action) or shall notein
the case record that no action is required.

(d) Nothing in this subsection shall be construed to limit referrals to the SIU. If the
SIU chooses to verify the IEVS data by contacting the appropriate income,
resource, or benefit source, awritten notice to the recipient informing him/her of
the IEVS dataiis not required.

.6 IEVS Recordkeeping and Reporting
.61 The CWD shal maintain records which contain information concerning all denials, discontinuances,
and benefit modifications which have resulted from use of IEVS information, including the basis for,
and the dollar value of, each action.
.62 The CWD shall report specified information as prescribed by the appropriate state agency for the
purposes of determining compliance with IEV S requirements and eval uating the effectiveness of
IEVS.
.7 Safeguards

The CWD shall use safeguards in accordance with Section 19-002.1 to protect the confidentiality of
taxpayer information.
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FRAUD AND SUSPECTED LAW VIOLATIONS
RECIPIENT FRAUD 20-007 (Cont.)

20-007 SPECIAL INVESTIGATIVE UNIT (SIU) 20-007

.1 Specia Investigative Units shall be established and organized, in accordance with the criteria set forth
below for the purpose of investigating suspected welfare fraud and suspected violations of law in
connection with matters for which the CWD has responsibility, and to function as aliaison between the
CWD and law enforcement agencies.

11  Establishment and Staffing

A11

12

113

114

115

CWDswith an AFDC casdload of 1,000 cases or more shall maintain an SIU. Equivalent
substitute units meeting the criteria of Division 20 may be established in other county
departments under aplan of cooperation approved by SDSS. Referrals to these units shall
be made in accordance with the provisions for referral to the SIU.

CWDswith an AFDC casdoad of less than 1,000 may maintain aSIU. Countieswith less
than 1,000 cases which do not maintain an SIU shall designate one employee to be
responsible for referral of suspected fraud cases to the prosecuting authority for
investigation and for coordination and cooperation with SDSS.

The SIU shall include first line supervisors and investigators who are peace officers and
whose primary duties are investigations of crimes (i.e., fraud, perjury, embezzlement,
trafficking, etc.) against public socia services. A ratio of at least one investigator for every
1,000 AFDC cases or major fraction thereof is recommended.

The SIU shal aso include a qualified person or persons responsible for the
overpayment/overissuance computationsin al suspected fraud cases, or have administrative
procedures in place which provide for such a computation within 45 days of the SIU's
request.

Investigative Personnel Minimum Standards
Each firgt-line supervisor and welfare fraud investigator shall be a peace officer (pursuant

to Penal Code Section 830.31) and meet the minimum standards established for peace
officers (pursuant to Penal Code Section 832 and Government Code Sections 1029 - 1031).
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-007 (Cont.) RECIPIENT FRAUD Regulations

20-007 SPECIAL INVESTIGATIVE UNIT (SIU) (Continued) 20-007
116  Background Investigation

a Prior to appointment, each first line supervisor and welfare fraud investigator shall
have had an investigation of his’her background, to ensure that all the minimum
standards, as specified in .115 above, have been met.

b. The county shall maintain a file on each first line supervisor and welfare fraud
investigator, which shall consist of all information pertinent to the background
investigation and provide documentation that the minimum standards for
employment, as specified in .115 above, have been met.

.2 Organization Within the CWD

.21  The SIU shall be a separate organization, independent of organizations performing eligibility and
benefit determination functions.

.22 Upon request, counties shall submit for approva by the Director of CDSS, a Fraud Control
Operating Plan which shall include at aminimum a description of the reporting relationship between
the SIU and the county welfare director. Such plans will be evaluated on the basis of: (1) the
number of cases pending investigation in the SIU, (2) the rate of investigations per total AFDC
casdload, (3) the percentage of referralsto the SIU which result in requests for criminal complaints
by the prosecuting authority, and (4) the results of investigations of random case samples which the
Director of SDSS, may require for the purpose of evaluating fraud prevention and detection practices
and other factors he/she may deem relevant. The Director, SDSS, may also require organizational
and/or other changes prior to approval of the Fraud Control Operating Plan.

.3 Authority and Responsibility
The SIU shall:
.31 Investigate any activity, particularly during intake, which may constitute welfare fraud.

.32 Have access to al CWD files, records, and personnel relevant to the investigations which they
conduct.
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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations RECIPIENT FRAUD 20-008

20-007 SPECIAL INVESTIGATIVE UNIT (SIU) (Continued) 20-007

.33 Conduct al investigations in compliance with due process of law and so as not to infringe the
condtitutional rights of applicants/recipients. Home visits for the purposes of investigation may be
made during reasonable hours of normal family activity. Mass or indiscriminate home visits are
prohibited. Any interviewswith recipients or possible witnesses shall be conducted without threats,
duress, force, fase showing of authority or other misrepresentation. Search of premises or removal
of physical items of evidence of fraud is prohibited without avalid legal process or the permission
of the recipient upon full apprisa of higher rights. It is incumbent upon SIU staff to conduct
themselves with courtesy and with respect for the rights of all personsinvolved.

.34  Prepareinvestigative reports on completed investigations in accordance with forms and procedures
prescribed by the local CWD and/or the prosecuting authority.

.35 Request issuance of criminal complaints from the prosecuting authority on all cases showing
evidence of fraud or other crimind activity, providing him/her with all records and reports pertinent
to the case.

.36 Not be bound by the restrictions placed on €ligibility determinations in Section 40-157.22 requiring
recipient/applicant permission to contact collateral sources.

20-008 LAW ENFORCEMENT OFFICIALS 20-008

.1 When the CWD refers a completed investigation to the prosecuting authority for an opinion as to
prosecution, the prosecuting authority will make the decision as to whether or not acriminal complaint is
to befiled, or whether additional investigation isto be conducted. In the event of prosecution, the SIU will
track the action taken by the prosecuting authority and will also record the final disposition of each case.
Nothing within this section will preclude the county from filing acivil action for recovery.

Nothing in this chapter precludes law enforcement officials from initiating prosecutions for fraud against
welfare applicants/reci pients when the necessity for such action comes to their attention from sources other
than referral by the CWD. The CWD isto be notified of such actions and of the outcome thereof.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-009 RECIPIENT FRAUD Regulations

20-009 STATE DEPARTMENT OF SOCIAL SERVICES 20-009

.1 The State Department of Socia Services shall provide guidance in the area of fraud to the CWDs,
prosecuting authorities, and other agenciesinvolved in the control of welfare fraud and related crimes. It
shall assist counties in the development, implementation, and administration of programs designed to
prevent, deter, identify, and investigate welfare fraud. Additionally, SDSS shall evaluate and make
recommendations for the improvement of county fraud programs.

SDSSalso providestraining for CWD administrative and program staff in welfare fraud detection, and for
investigative personnd in investigative techniques. SDSSis also responsible as well for the development
of forms and procedures to ensure compliance with these regulations.
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations MISUSE OF FUNDS 20-101 (Cont.)
CHAPTER 20-100 MISUSE OF FUNDS

20-101 SUSPECTED MISUSE OF AFDC FUNDS 20-101
.1 Reasonable Grounds - Misuse of AFDC Funds

In the absence of credible information to the contrary, there are reasonable grounds to suspect misuse of
AFDC funds when a person who lives with an AFDC family has little or no income or resources from
which to meet hig’her own subsistence needs.

Procedure if Reasonable Grounds Exist

Upon determination by program staff or any other county employee that there are reasonable grounds to
suspect that part of an AFDC grant is being willfully and knowingly used for the support of another person
rather than for support of the needy children and the caretaker, as required by W& IC Section 11480, the
case shall bereferred to the SIU for investigation and, if warranted, arequest for acomplaint shall be filed
with the prosecuting authority in accordance with the following procedures:

21

.22

Notifications Regarding Suspected Law Violation by SIU

The person and the caretaker shall both be advised verbally and in writing that continuation may
subject them to prosecution for violating W& I C Section 11480. The written notice shall contain a
statement that unless the person secures sufficient income to meet at least his own need or leaves
the home, the prosecuting authority will be informed of the suspected misuse of the grant. No other
statements shall be made by CWD personnel regarding the bringing of charges against the individual
by the prosecuting authority.

Referral to Prosecuting Authority

At the expiration of 30 days following the written notice to the person and the caretaker, a
determination will be made asto whether the situation has been corrected. If not, the SIU shall refer
the situation to the prosecuting authority in writing. The referral, supported by a report of
investigation, shall set forth the essential data which indicates the basis for the conty's suspicion of
misuse of funds, as follows:
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20-101 SUSPECTED MISUSE OF AFDC FUNDS (Continued) 20-101
221  Thelength of time the person has been living in the home.
222 Thelength of time hig’her income has not been sufficient to meet his/her needs.
.223  The dates the person and the caretaker were informed orally and in writing they were
considered to be misusing AFDC funds and the consegquences.
224  The date the CWD ascertained the situation had not been corrected and the family's
explanation as to why the person had not secured income or moved.
.225  Theamount the person contributed to the AFDC recipients during the past 12 months.
.226  Thecurrent amount of the AFDC recipient'stotal need, source and amount of income, and
grant.
.227  Any other available information pertinent to the situation.
CALIFORNIA-DSS-MANUAL-CFC
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Regulations OTHER SUSPECTED CRIMES 20-201

CHAPTER 20-200 OTHER SUSPECTED CRIMES

20-201 OTHER SUSPECTED CRIMES 20-201

The regulations in Chapters 20-000 and 20-100 do not deal with al of the possible crimes that may be committed
in the course of applying for or receiving benefits or services of the CWD.

.1 Unsuccessful Effortsto Obtain Benefits Fraudulently
Such efforts generally fall into two classes:
11 A material misrepresentation is made under oath or under penalty of perjury, or
12 A material misrepresentation is neither sworn to nor made under the penalty of perjury.
Casesin which the CWD has reasonable grounds to suspect that a material misrepresentation was willfully
and knowingly made, should be promptly referred to the prosecuting authority, even though the falsity of
the statement was discovered before any overpayment/overissuance of benefits occurred. The prosecuting
authority will then have the obligation to decide whether or not to take action, and if so, whether there
should be prosecution for attempted theft, or for perjury, or some other crime.

.2 CrimesNaot Involving Fraud
Incidents involving physical violence, abuse of a child, and other crimes which are witnessed or
experienced by CWD staff in the course of their duties shall aso be reported promptly to the proper law
enforcement agency.
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Regulations INTENTIONAL PROGRAM VIOLATIONS IN THE FS PROGRAM 20-300 (Cont.)
20-300 INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM

.1 Définition: Intentional Program Violation

For the purpose of this section, an intentional Program violation applies to the Food Stamp Program and
is defined as having intentionally:

A1

A2

Made afalse or misleading statement, or misrepresented, concealed, or withheld facts, or

Committed any act which constitutes a violation of the Food Stamp Act, the Food Stamp Program
regulations, or any state statute relating to the use, presentation, transfer, acquisition, receipt or
possession of food stamp coupons or ATPs.

.2 County Responsihilities

21

.22

Investigation and Referral

The CWD's Specia Investigations Unit (SIU) shall be responsible for investigating any case of
aleged intentional Program violation. The SIU may confer with the local prosecuting authority in
establishing criteriafor prioritizing cases to be assigned for investigation and prosecution. In those
casesinwhich it appears that clear and convincing evidence exists to substantiate the allegation of
intentional Program violation, the SIU shall file a request for a complaint with the prosecuting
authority as provided in Section 20-007.3.

Disqualification Consent Agreement
The CWD shall have the option of allowing accused individuals to sign Disqualification Consent
Agreements for cases of deferred adjudication. For the purpose of this section, the term deferred
adjudication appliesto the following:

@ Those cases in which a determination of guilt is not obtained from a court due to the
accused individual having met the terms of a court order; or

(b Those cases which are not prosecuted due to the accused individual having met the terms
of an agreement with the prosecutor.
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20-300 INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

221  CWDs using the Disqualification Consent Agreements shall conform with the following

reguirements:

@ Advance written notification shall be sent to the accused household member which
informs him/her of the consequences of consenting to disqudlification. This
written notification shall include, at a minimum, the following:

D)

2

3

(4)

A statement for the accused individual to sign that he/she understands the
consequences of consenting to disqualification, accompanied by a
statement that the head of household must also sign the Disgualification
Consent Agreement, if the accused individual is not the head of household.

A statement that consenting to disgualification will result in
disqualification and a reduction in benefits for the period of the
disqualification, even though the accused individual was not found guilty
of civil/criminal misrepresentation or fraud.

A warning of the disgualification penalties which could be imposed (as
provided in Section 20-300.31) and a statement of which penalty shall be
imposed as aresult of the respondent having consented to disqualification.

A statement that any remaining household members shall be held
responsible for repayment of the resulting claim, unless the accused
individual has already repaid the claim.

(b The Disgualification Consent Agreement shall contain statements indicating
whether the respondent wishes to admit that facts as presented are correct. Those
statements shall be worded as follows:

D)

| admit to the facts as presented, and understand that a disqualification
penalty shall be imposed if | sign this Disgualification Consent
Agreement.
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20-300 INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

()] | do not admit that the facts as presented are correct. However, | have
chosen to sign this Disgualification Consent Agreement and understand
that a disqualification penalty shall result.

(© After a respondent has signed a Disgualification Consent Agreement and a
disgualification penalty has been imposed, no further administrative appeal
procedure exists. Thedisqualification penalty cannot be changed by a subsequent
Administrative Disgualification Hearing or a state hearing decision. The
respondent, however, is entitled to seek relief in a court having appropriate
jurisdiction.

.23 Administrative Disqualification Hearing

Those cases in which the prosecuting authority has determined (@) that facts do not warrant
prosecution, or (b) those cases previously referred for prosecution and declined, shall be returned
to the CWD and the CWD shdll initiate referra action for an administrative disqualification hearing
through the SDSS in accordance with SDSS Manual of Policies and Procedures, Division 22.

.24 The CWD shdl not initiate an administrative disqualification hearing against an accused individual
whose caseis currently being referred for prosecution or subsequent to any action taken against the
accused individud by the prosecutor or court of the appropriate jurisdiction, if the factual issues of
the case arise out of the same or related circumstances.

.25 If the Adminigtrative Disgualification Hearing or the court finds that the household member
committed intentional Program violation, or if the accused individual has signed a Disqualification
Consent Agreement or aWaiver of Right to an Administrative Disqualification Hearing, the CWD
shall mail an Administrative Disgualification Notice, DFA 377.7A, to the household member.
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20-300

INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

Following an administrative hearing or a Waiver of Right to an Administrative Disqualification
Hearing, the notice shall be sent prior to the disqualification action. The natice shall inform the
household member of the decision, the reason for the decision, and the date the disqualification will
take effect. The notice shall dso advise the remaining household members of the allotment that they
will receive during the disqualification period, or that they may reapply after the disqualification
period ends. If theindividual isno longer participating, the notice shall inform the individual that
the period of disqualification will be deferred until the individual applies and is determined eligible
for benefits. In addition, the CWD shall send the household a Repayment Notice (DFA 377.7B) and
a Repayment Agreement (DFA 377.7C) for restitution as specified in SDSS Manual of Policies and
Procedures, Division 63, Section 63-801.43. The procedures for handling the income and resources
of the disguaified member shall be in accordance with regulationsin SDSS' Manual of Policies and
Procedures, Division 63, Section 63-503.441.

.3 Disqudlification Penalties

31

Individuals found to have committed an intentional Program violation shall be ineligible to
participate in the Food Stamp Program as follows:

311  Except as specified in Sections 20-300.312, .313, .314, and .315, twelve months for the
first violation, twenty-four months for the second violation, and permanently for the third
violation.

@ For the penalties specified in Section 20-300.311 above, the individual(s) shall
have been found to have committed the intentional Program violation either
through an administrative disqualification hearing or by a court of appropriate
jurisdiction.

312  Twenty-four months for the first violation and permanently for the second violation of
trading food stamps for a controlled substance, as defined in Section 102 of the Controlled
Substance Act (21 USC 802).

HANDBOOK BEGINS HERE
21 USC 802(6) provides:
"Theterm 'controlled substance’ means a drug or other substance, or immediate precursor,
included in schedule |, I, Il1, IV, or V of part B of this subchapter. The term does not
include digtilled spirits, wine, malt beverages, or tobacco, as those terms are defined or used
in subtitle E of the Internal Revenue Code of 1954."

HANDBOOK ENDS HERE
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20-300

.32

INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

@ For the penalties specified in Section 20-300.312 above, the individual(s) shall
have been found to have committed the intentional Program violation by a court
of appropriate jurisdiction.

313 Permanently for the first violation for trading food stamps for firearms, ammunition, or
explosives.

@ For the penalties specified in Section 20-300.313 above, the individual(s) shall
have been found to have committed the intentional Program violation by a court
of appropriate jurisdiction.

314  For a 10-year period for falsifying the identity or place of residence of the individual in
order to receive multiple food stamp benefits smultaneously.

@ For the pendty specified in Section 20-300.314, the individual (s) shall have been
found to have committed the intentional Program violation either through an
administrative disgualification hearing or by a court of appropriate jurisdiction.

.315 Permanently for trafficking food stamp benefits of $500 or more. For purposes of this
subsection, trafficking is defined in 7 USC 2024(b) and (c).

@ For the pendty specified in Section 20-300.315, the individual (s) shall have been
found to have committed an intentional Program violaion by a court of appropriate
jurisdiction.

The disgualification penalties shall apply only to individuals disqualified for acts of intentional
Program violation which occurred during a certification period after the household has been notified
by the CWD of the new disgudification penalties. If the act of intentional Program violation which
led to the disgqudlification occurred prior to April 1, 1984 or prior to the household's notification of
the disgualification penalties, the individual(s) shall be disqualified in accordance with the Food
Stamp Program's disqudification penalty regulations in effect at the time of the individual's offense.
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20-300 INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

.33 One or more intentional Program violations which occurred prior to the implementation of these
pendties shall be considered as only one previous disqualification when determining the penalty to
impose.

.34 The CWD shdl disgualify only the individual (s) found to have committed the intentional Program
violation and not the entire household.

.35 Once a disgualification penalty has been imposed against a currently participating household
member, the period of disqualification shall continue uninterrupted until completed, regardless of
the igibility of the disqualified member's household.

.36 Iftheindividual is not eligible for the Food Stamp Program at the time the disqualification period
isto begin, the period shall be postponed until the person applies for and is determined dligible for
benefits.

.37 Thedisgualification of an individual for intentional Program violation in one political jurisdiction
shdl bevalid in another.

.38 Thesameact of intentiona Program violation repeated over a period of time shall not be separated
so that separate penalties can be imposed.

.39 If the accused household member isfound guilty of an intentional Program violation by the court,
and the court fails to impose a disgqualification penalty, the county shall impose adisqualification
period in accordance with the penalties specified in this section, unless contrary to the court order.

4 TimeFramesfor Imposition of Disqualification Penalties

41 By Administrative Disqualification Hearing

If the hearing authority rules that the household member has committed an intentional Program

violation, the CWD shall disgudify the household member beginning with the first month following
the date the household member receivesthe DFA 377.7A.
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20-300

42

43

INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

411  Five days from the date the notice is mailed shall be considered sufficient time for the
written notice to have been received by the household, provided it has not been returned as
undeliverable by the post office.

By Court Order

If disqualification is ordered by a court of appropriate jurisdiction, but the date for initiating the
disqualification period is not specified, the CWD shall initiate the disqualification within 45 days
of the date the disqualification was ordered.

By Disqualification Consent Agreement

If the household member signed the Disgualification Consent Agreement, then the period of

disqualification shall begin within 45 days of the date that the consent agreement was signed, unless
contrary to acourt order.

.5 Reporting Requirements

5l

.52

The CWD shall report to FCS information concerning individuals disqualified for intentional
Program violation, within 30 days of the date the disqualification took effect, or would have taken
effect for acurrently ineligible individual whose disqualification is pending future digibility. This
information shall be reported on the Disqualified Recipient Report (DPS 524).

The CWD shdl establish and maintain afood stamp disqualification file containing all information
received from CDSS concerning individua s who have been disqualified in that county or in another
political jurisdiction. The CWD shall use this information for the following purposes:

521 Todaeminedigibility of individual Food Stamp Program applicants prior to food stamp
certification in cases where awefare agency has reason to believe a household member is
subject to disqualification in another jurisdiction.

522  To ascertain the appropriate penalty to impose based on past disqualification in a case
under consideration.
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20-300 INTENTIONAL PROGRAM VIOLATIONS IN THE FOOD STAMP 20-300
PROGRAM (Continued)

.53 The CWD shdl be permitted to use information contained in the food stamp disqualification file for
the following purposes:

531  Toscreen all program applicants prior to certification; and
.532  To match the entire disqualification file against the current casel oad.
.54 CWDsshall submit revisionsto origina disqualification reports in the following situations:

541  Onthose cases where the disqualification was pending future ligibility, and the individual
once again becomes digible and the disqualification penalty isimposed.

542  Incases where the disqualification is reversed by a court of appropriate jurisdiction.

NOTE: Authority cited: Sections 10553, 10554 and 18901, Welfare and Ingtitutions Code. Reference: Sections
10553, 10554 and 18901, Welfare and I nstitutions Code, Public Law (P.L.) 103-66, Section 13942; P.L. 104-
193, Sections 813, 814, and 820 (Persona Responsibility and Work Opportunity Reconciliation Act of 1996);
7 USC 2024(b) and (c);21 USC 802; and USDA Food and Consumer Services, Administrative Notice No. 94-04

dated October 8, 1993.
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CHAPTER 20-350 INTENTIONAL PROGRAM VIOLATIONS (IPV) IN THE AFDC PROGRAM
20-351 DEFINITIONS 20-351
For purposes of this section the terms defined bel ow apply to the AFDC Program.

a (1) Adminigrative disqualification hearing - means a hearing established to determine IPV as defined
in42 U.S.C. 616(b), Welfare and Institutions Code Section 11486 and 45 CFR 235.113.

HANDBOOK BEGINS HERE

Although California has not elected to establish administrative disqualification hearings, findings
of IPVsfrom administrative disquelification hearings in ancther jurisdiction are valid in California.

HANDBOOK ENDS HERE

b. (Reserved)
C. (Reserved)
d. (1) Deferred adjudication - means those cases:

@ Inwhich adetermination of guilt is not obtained from a court due to the applicant/recipient
having met the terms of a court order; or

(b) Which are not prosecuted due to the applicant/recipient having met the terms of an
agreement with the prosecutor.

(2) Disgualification Consent Agreement - isform ABCD 478(A) (1/92).

(3) Disgualification pendties- meansthat period of timewhere the individual found to have committed
IPV isdeemed indligible for participation, when otherwise eligible.

(4) Disqualified Recipient Report - isform DPS 524 (3/92).

e (Reserved)
f.  (Resarved)
g (Reserved)
h.  (Reserved)
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20-351 DEFINITIONS (Continued) 20-351

i. (1) Intentional Program Violation (IPV) - "IPV" means an Intentional Program Violation, whichisa
determination made by a state or federal court, or pursuant to an administrative disqualification
hearing, that an individual hasintentionally:

@
(b)

(©

j.  (Resarved)
k. (Reserved)
. (Reserved)
m.  (Reserved)

Made afalse or misleading statement or misrepresented, concealed, or withheld facts; or

Committed any act intended to mislead, misrepresent, conceal, or withhold facts or
propound afalsity; and

Committed these acts to establish or maintain AFDC dligibility, or to increase or prevent
areduction in the amount of the AFDC grant.

n. (1) Noticeof Administrative Disqudification - isform ABCD 239.7A (1/92).

0. (Reserved)
p. (Reserved)
. (Reserved)
r. (Reserved)
S. (Reserved)
t. (Reserved)
u. (Reserved)
V. (Reserved)
w.  (Reserved)
X. (Reserved)
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20-351 DEFINITIONS (Continued) 20-351
y. (Reserved)
Z (Reserved)

NOTE: Authority cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: 7 CFR
273.16(h); Section 11486, Welfare and Institutions Code; 45 CFR 235.112; and 45 CFR 235.113.
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20-352 COUNTY RESPONSIBILITIES 20-352

.1 Invedtigation and Referral

The county welfare department's (CWD's) Specia Investigative Unit (SIU) shall be responsible for:
11 Investigating any case of aleged IPV.

.12 Establishing criteriafor prioritizing cases to be assigned for investigation and prosecution.

HANDBOOK BEGINS HERE

121 The SIU may confer with the local prosecuting authority to establish the criteria required
in Section 20-352.12 above.

HANDBOOK ENDS HERE

.13 Filing arequest for a complaint with the prosecuting authority as provided in Section 20-007.3 in
those cases in which it appears that clear and convincing evidence exists to substantiate the
allegation of IPV.

.2 Disgudlification Consent Agreement

The CWD shal have the option of alowing accused individuals to sign Disqualification Consent
Agreements for cases of deferred adjudication.

.21 CWDsusing the Disgualification Consent Agreements shall conform to the following requirements:
211 Advance written notification shall be sent to the accused individual of the assistance unit
which informs him/her of the conseguences of consenting to disgualification. Thiswritten

notification shall include, at a minimum, the following:

@ A statement for the accused individua to sign that he/she understands the
conseguences of consenting to disqualification.
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20-352 COUNTY RESPONSIBILITIES (Continued) 20-352

(b A statement that consenting to disqualification will result in disqualification and
a reduction in benefits for the period of the disgualification, even though the
accused individua was not found guilty of civil/crimina misrepresentation or
fraud.

(© A warning of the disqualification penalties which could be imposed (as provided
in Section 20-353.1) and a statement of which penalty shall be imposed as a result
of the accused individual having consented to disqualification.

(d) A gatement that any remaining assistance unit members shall be held responsible
for repayment of the resulting overpayment, unless the accused individua has
already repaid the overpayment.

212 The Disqualification Consent Agreement shall contain statements indicating whether the
accused individual wishes to admit that facts as presented are correct. Those statements
shall beworded asfollows:

@ | admit to the facts as presented and understand that a disqualification penalty shall
beimposed if | sign this Disqualification Consent Agreement.

(b | do not admit that the facts as presented are correct. However, | have chosen to
sign this Disqualification Consent Agreement and understand that a
disqualification penalty shall resuilt.

213 After an accused individual has signed a Disqualification Consent Agreement and a

disqualification penalty has been imposed, no further administrative appeal procedure
exists.

) The disqualification penalty cannot be changed by a subsequent Administrative
Disqualification Hearing or a state hearing decision.

(b The accused individual, however, shall be entitled to seek relief in a court having
appropriate jurisdiction.

214  The Disqudlification Consent Agreement shall be confirmed by the court.
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20-352 COUNTY RESPONSIBILITIES (Continued) 20-352

.3 TheCWD shdl not initiate an administrative disqualification hearing in any jurisdiction against an accused
individual whose caseis currently being referred for prosecution or subsegquent to any action taken against

the accused individual by the prosecutor or court of appropriate jurisdiction, if the factual issues of the case
arise out of the same or related circumstances.

4 Notice of Administrative Disqualification
41 The CWD shall mail aNotice of Administrative Disqualification to the accused individual if:

411  Theadministrative disqualification hearing or the court finds that the accused individual
committed IPV, or

412 The accused individua has signed a Disguadlification Consent Agreement or an
Administrative Disqualification Hearing Waiver.

42 The CWD shdl send prior to the disqualification action, a Notice of Administrative Disqualification
to the accused individual.

421  Thenatice shall inform the accused individual of the decision, the reason for the decision,
and the date the disqualification will take effect.

422  If theaccused individual is no longer on aid, the notice shall inform the individual that the

period of disqualification will be deferred until the individual reapplies and is determined
eigiblefor benefits.

NOTE: Authority cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section 11486,
Welfare and Ingtitutions Code; 7 CFR 273.16(a), (€), (g), and (h); and 45 CFR 235.113(d).
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20-353 DISQUALIFICATION PENALTIES 20-353
.1 Except as provided in Section 20-353.2, individuals found to have committed an IPV either through an

administrative disqualification hearing or by a court of appropriate jurisdiction shall beineligible to receive
AFDC benefits asfollows:

.11 Six months for thefirst violation.
.12 Twelve months for the second violation.

.13 Permanently for the third violation.

.2 Individuals found to have committed an IPV either through an administrative disqualification hearing or
by a court of appropriate jurisdiction, based upon submitting more than one application for the same period
of time and for the purpose of receiving more than one grant of aid,

or
for submitting documents for nonexistent children, or submitting false documents for the purpose of
showing indigible children to be eligible for aid, shall beindligible to receive AFDC benefits as follows:
.21  Two yearsfor thefirst violation.
.22  Four yearsfor the second violation.
.23 Permanently for the third violation.

.3 Counties shall not apply Section 20-353.2 to those applicants and recipients who are designated as
members of the California Work Pays Demonstration Project control group.

.31 Thedesignation and trestment of the control group shall be accomplished pursuant to the Terms and
Conditionsfor the CdiforniaWork Pays Demonstration Project (CWPDP) approved by the United
States Department of Health and Human Services on March 9, 1994.
.32 The pendlties under Section 20-353.1 shall apply to any type of IPV committed by a member of the
control group.
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations IPV IN THE AFDC PROGRAM 20-353

20-353 DISQUALIFICATION PENALTIES 20-353
(Continued)

4 Thedisgualification penalties shall apply only to individuals disqualified for acts of |PV which occurred

on or after July 1, 1991.

One or more |PVswhich occurred prior to the implementation of these penalties shall be considered as only
one previous disqudlification when determining the penalty to impose. The CWD shall disqualify only the
individual (s) found to have committed the IPV.

If the individual is not eligible for the AFDC program at the time the disqualification period is to begin,
the period shall be postponed until the person applies for and is determined eligible for benefits.

The disgualification of an individual for IPV in one political jurisdiction shall be valid in another.

The same act of IPV repeated over a period of time shall not be separated so that separate penalties can
be imposed.

If the accused individua is found guilty of an IPV by the court, and the court fails to impose a
disqualification penalty, the county shall impose a disqualification period in accordance with the penalties
specified in this section, unless contrary to the court order.

NOTE: Authority cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section 11486,
Whdfare and Ingtitutions Code; 42 U.S.C. 616(b); 7 CFR 273.16(b), (€)(8), (f)(2), (9)(2), and (i)(4)(A); and 45
CFR 235.112 and .113; Federal Terms and Conditions for the California Work Pays Demonstration Project
(CWPDP) approved by the United States Department of Health and Human Services on March 9, 1994 and
Amendmentsto the Federal Terms and Conditions for the Cadifornia Work Pays Demonstration Project approved
by the United States Department of Health and Human Services on September 11, 1995.
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations IPV IN THE AFDC PROGRAM 20-354

20-354 TIME FRAMES FOR IMPOSITION OF DISQUALIFICATION PENALTIES 20-354

A

By Administrative Disqualification Hearing

If the hearing authority rules that the accused individual has committed an IPV, the CWD shall disqualify
the individual beginning with the first month following the date he/she receives the Notice of
Administrative Disqualification.

.11 Five days from the postmarked date the Notice of Administrative Disqualification is mailed shall
be considered sufficient timefor it to have been received by the individual, provided it has not been
returned as undeliverable by the post office.

By Court Order

If disqualification is ordered by a court of appropriate jurisdiction, but the date for initiating the

disqualification period is not specified, the CWD shall initiate the disqualification within 45 days of the

date the disqualification was ordered.

By Disqualification Consent Agreement

If theindividual signed the Disqualification Consent Agreement, then the period of disqualification shall
begin within 45 days of the date that the consent agreement was signed, unless contrary to a court order.

NOTE: Authority cited: Sections 10553 and 10554, Welfare and Institutions Code. Reference: Section 11486,
Welfare and Institutions Code; and 7 CFR 273.16(e)(8), (9)(2), and (h)(2).
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-355 IPV IN THE AFDC PROGRAM Regulations

20-355 REPORTING REQUIREMENTS 20-355

.1 The CWD shall submit to the State Department of Social Services (SDSS) the Disqualified Recipient
Report within 30 days of the date the disqualification took effect, or would have taken effect for a currently
ingligible individual whose disqualification is pending future digibility.

.2 CWDsshall submit to SDSS a revised Disqualified Recipient Report in the following situations:

.21 On those cases where the disqualification was pending future digibility, and the individual once
again becomes eligible and the disqualification penalty isimposed.

.22 In cases where the disqualification isreversed by acourt of appropriate jurisdiction.

.3 The CWD shall establish and maintain a disqualification file containing all information received from
SDSS concerning individuals who have been disqualified in that county or in another political jurisdiction.

.31 The CWD shall use information contained in the disqualification file to:

311  Determine digibility of applicants prior to granting of aid when the CWD has reason to
believe an applicant is subject to disqualification in ancther jurisdiction.

312  Ascertain the appropriate penaty to impose, based on past disqualification, in a case under
consideration.

.32 The CWD shall be permitted to use information contained in the disqualification file to:
.321  Screen al program applicants prior to granting aid.
.322  Match the entire disgualification file against the current casel oad.

Note: Authority cited: Sections 10553 and 10554, Welfare and Institutions Code. Reference: Section 11486,
Welfare and Institutions Code; and 7 CFR 273.16(i)(1), (3), (4), (6), and (7).
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Regulations

FRAUD AND SUSPECTED LAW VIOLATIONS
AFDC/FS INTERCEPT PROGRAM 20-401 (Cont.)

20-400

AID TO FAMILIES WITH DEPENDENT CHILDREN/FOOD STAMP 20-400
(AFDC/FS) INTERCEPT PROGRAM

HANDBOOK BEGINS HERE

.1 The AFDC/FS Intercept Program is avoluntary program designed to assist the countiesin the collection
of delinquent welfare overpayments/overissuances.

.2 Itisimportant to note at the outset that certain limitations are imposed on the AFDC/FS Intercept Program.
Section 8790.2 of the State Administrative Manual (SAM) provides, in part:

21

"...The offsat procedure augments rather than replaces existing tax and other collection procedures
and isfor use when effective procedure does not exist and the State would otherwise suffer loss. An
agency's remedy under the special laws applicable to its particular program and the general laws of
the State is normally more appropriate and should be used unless circumstances are such that the
offset procedure is the most logical method of collection...."

HANDBOOK ENDS HERE

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Sections 10553
and 10554, Welfare and Institutions Code and Section 12419.5, Government Code.

20-401 DEFINITIONS 20-401
a (1) At-Risk -- meansthe At-Risk Child Care Program.
b. (Reserved)
C. (1) Cd-Learn-- meansthat part of GAIN asdescribed in Section 42-765 of the Manual of Policies and
Procedures (MPP).
(2) CAAP -- means Cdlifornia Alternative Assistance Program as described in Section 89-700 of the
MPP.
d. (Reserved)
e (Reserved)
f. (1) Franchise Tax Board (FTB) --means the state governmental agency in California designated for
collecting State income taxes.
(2) Food and Consumer Service (FCS) -- means that part of the United States Department of
Agriculture (USDA) that has responsihility for the Food Stamp Program.
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FRAUD AND SUSPECTED LAW VIOLATIONS

20-401 (Cont.) AFDC/FS INTERCEPT PROGRAM Regulations

20-401

3

(4)

DEFINITIONS (Continued) 20-401

Federd Salary Offset -- means that part of the Federal Tax Refund Offset Program (FTROP) that
requires delinquent food stamp overissuances to current federal government employees be collected
through wage attachment.

Federal Tax Refund Offset Program (FTROP) -- means the offset program administered by FCS
in conjunction with the Internal Revenue Service (IRS) to intercept federal tax refundsto repay a
delinquent food stamp overissuance due to an intentional program violation (IPV) or inadvertent
household error (IHE).

. (1) GAIN -- means Greater Avenues for Independence as described in Sections 42-700 and 42-800 of
the MPP.

h. (Reserved)

i. (1) Intercept -- means an action of taking money from an individual's state income tax refund and/or
lottery winnings to satisfy a welfare overpayment/overissuance.

(2) Internal Revenue Service (IRS) -- means the federal governmental agency designated to collect

federal income taxes.

j- (1) Judgment debt -- mesns an overpayment or overissuance that has been reduced to afinal judgment
entered by a court ordering the debtor to pay the debt.

K. (Reserved)

l. (1) Legdly enforcedble -- means the authority to establish and collect food stamp overissuances based
on the food stamp regulations and relevant court ordersin effect at the time of the overissuance.

m.  (Reserved)

n. Non-court-ordered restitution -- means repayment of aid overpayed or benefits overissued as a result of,
but not limited to, the following: inadvertent household errors, administrative errors, a signed waiver of
right to an administrative disqualification hearing, or a signed Disqualification Consent Agreement.

0. (Reserved)
p. (Reserved)
. (Reserved)
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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations AFDC/FS INTERCEPT PROGRAM 20-401

20-401 DEFINITIONS (Continued) 20-401
r. (1) Respond to ademand -- means either paying or negotiating to pay.

(2) Right of recovery -- means the authority to initiate the intercept and make collections based on
overpayment/overissuance regulations and relevant court orders in effect a the time of the
overpayment/overissuance.

S. (1) SCC -- meansthe Supplemental Child Care Program as described in Section 44-500 of the MPP.
t. (1) TCC -- means Transitional Child Care as described in Section 47-100 of the MPP.

u. (1) United States Department of Agriculture (USDA) -- meansthe federal governmental agency that has
overall responsibility for the Food Stamp Program.

V.  (Resarved)
w.  (Resarved)
x.  (Resarved)
y.  (Resarved)
z.  (Reserved)

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code; Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4,
stipulation and court order for entry of judgment, filed August 22, 1989; Federal Register, August 20, 1991 (56
FR 41325-31); Federal Register, August 28, 1992 (57 FR 39176-77); Federal Register,

August 12, 1993 (58 FR 42937); Federa Register, September 17, 1993 (58 FR 48633); Federal Register,
September 1, 1995 (60 FR 45990); Deficit Reduction Act of 1984 (DEFRA) (31 USC 2720A); Food Stamp Act
of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.
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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations AFDC/FS INTERCEPT PROGRAM 20-402

20-402 GENERAL REQUIREMENTS 20-402

.1 The county shall have aright of recovery or determined that the debt is legally enforceable, prior to
submission of the case for intercept as prescribed in Manual of Policies and Procedures (MPP) Section 20-
403.

.2 Annudly, each participating county shall submit to the California Department of Social Services (CDSS)
alig of digible cases. Eligible cases shall be submitted in the manner and timeframe prescribed in MPP
Section 20-404.

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code; Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4,
stipulation and court order for entry of judgment, filed August 22, 1989; Federal Register, August 20, 1991 (56
FR 41325-31); Federd Register, August 28, 1992 (57 FR 39176-77); Federal Register, August 12, 1993 (58
FR 42937); Federa Register, September 1, 1995 (60 FR 45990); Deficit Reduction Act of 1984 (DEFRA) (31
USC 2720A); Food Stamp Act of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.
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20-403

FRAUD AND SUSPECTED LAW VIOLATIONS
AFDC/FS INTERCEPT PROGRAM Regulations

20-403

ELIGIBILITY REQUIREMENTS 20-403

.1 Cases for IRS in which thereis aright of recovery or legally enforceable shall be delinquent at least 3
months and not greater than 10 years except in the case of a judgment debt and have an
overpayment/overissuance(s) of at least $25. Casesfor FTB must be delinquent at least 3 months, but may
be more than 10 years old and have an overpayment/overissuance(s) of at least $10. Both IRS and FTB
cases shall meet at least one of the following requirements:

A1

A2

A3

14

15

Restitution of AFDC overpayments due to either applicant/recipient and/or county administrative
errors for which the household has failed to make a response to awritten demand letter(s).

111 AFDC overpayments may include, but are not limited to, the following programs. At-Risk,
CAAP, Cd-Learn, GAIN, and TCC.

Court-ordered restitution of AFDC overpayments.

Court-ordered redtitution of a food stamp overissuance as a result of an intentional Program
violation (IPV) as defined in MPP Section 20-300.1.

Restitution of food stamp overissuances which are the result of an IPV as determined by an
Administrative Disgualification Hearing in accordance with MPP Section 20-300.23 and MPP
Chapter 22-200.

Non-court-ordered restitution of dl food stamp overissuances for which the household has failed to
respond to the written demand letter(s) and for which the claim has not been terminated.

.2 Thefollowing cases shall not be dligible for intercept:

21

.22

.23

24

Caseswhich are digible for an AFDC grant adjustment or afood stamp allotment reduction;
Casesin which theindividual is making regular restitution payments;

Casesin which the time to request a state hearing has not lapsed;

Cases in which the individual has requested a state hearing or is awaiting a decision from a state

hearing or has received an adopted state hearing decision which determined that there is no
overpayment/overissuance; and
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FRAUD AND SUSPECTED LAW VIOLATIONS
Regulations AFDC/FS INTERCEPT PROGRAM 20-404 (Cont.)

20-403 ELIGIBILITY REQUIREMENTS 20-403
(Continued)

.25  Nonfraudulent overpayment/overissuance(s) totaling lessthan $35 in accordance with MPP Sections
44-350.141, 44-352.21, and 63-801.411.

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code; Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4,
stipulation and court order for entry of judgment, filed August 22, 1989; Federal Register, August 20, 1991 (56
FR 41325-31); Federal Register, August 28,1992 (57 FR 39176-77); Federal Register,

August 12, 1993 (58 FR 42937); Federal Register, September 1, 1995 (60 FR 45990); Deficit Reduction Act
of 1984 (DEFRA) (31 USC 2720A); Food Stamp Act of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.

20-404 FORMAT 20-404

.1 Countiesshall submit information regarding eligible cases either by magnetic data tape, cartridge, diskette,
wire-to-wire, or paper documents. Such information shall contain, but is not limited to, the following:

.11  County number and name;

.12 Nameof individual;

.13 Addressof individual;

.14 Socia security number of individual;

.15 Tota amount of delinquent AFDC overpayment or FS overissuance separated asto FTB amount
owed, |PV amount owed and I|HE amount owed; and
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations AFDC/FS INTERCEPT PROGRAM 20-404
20-404 FORMAT 20-404
(Continued)
.16  Optional information (i.e., case, district, and/or worker numbers).

.2 Participating counties shall submit cases for intercept to CDSS by May 1 of each year.

.3 Countiesshall update delinquent case amounts submitted to CDSS when county information indicates that
an erroneous or an excess amount is to be intercepted if action is not taken. Update information shall
contain, but not be limited to, the following:

31

.32

.33

34

.35

.36

County name;

Tax year;

Social security number;
Individual's name;
Revised amount; and

Type code (i.e., "2","3", or "4") for "changing" the amount requested, or "deleting" an individual
from the list or "the amount refunded"” to an individual due to an overcollection.

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code; Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4,
stipulation and court order for entry of judgment, filed August 22, 1989; Federal Register, August 20, 1991 (56
FR 41325-31); Federal Register, August 28, 1992 (57 FR 39176-77); Federal Register,

August 12, 1993 (58 FR 42937); Federal Register, September 1, 1995 (60 FR 45990); Deficit Reduction Act
of 1984 (DEFRA) (31 USC 2720A); Food Stamp Act of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-405 AFDC/FS INTERCEPT PROGRAM Regulations

20-405 CERTIFICATION 20-405

.1 Theindividual who supervised the compilation of the list of delinquent accounts shall complete and sign
a statement under penalty of perjury certifying to the accuracy of the information submitted.

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Institutions Code. Reference: Sections
12419.5, Government Code; Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4,
stipulation and court order for entry of judgment, filed August 22, 1989.

20-406 INTERCEPT WARNING NOTICE TO DELINQUENT RECIPIENTS 20-406

.1 A warning notice shall be sent to delinquent AFDC/FS recipients by CDSS at least 30 days prior to
intercept for FTB and 60 days prior to intercept for IRS indicating that their nameis being referred to FTB
and/or IRS for intercept.

.11 Thewarning notice shall contain, but not be limited to, the following information:
111 Thecertified delinquent amount submitted by the county to CDSS;
112  Thename, address, and phone number of the county submitting the intercept information;

113 Therecipient'sright to contest the referral and request an administrative review before an
agency representative as outlined in Section 20-407;

114  Possiblereasons for disagreeing with the action, such as the amount(s) shown as past due
is incorrect or an assertion by the individual that he/she never received AFDC or food
stamp benefits.

.2 For the purposes of FTB intercept, if CDSS does not receive an address from the county or FTB for a
recipient, the recipient will be removed from the file by CDSS.

.3 The county shall attempt to identify a more current address for cases in which the warning notices are
returned as undeliverable by the post office.

.31 If amore current address is not found, the notice and envelope shall be placed in the case file and
the file annotated to document the attempt to mail; or the attempt to mail shall be recorded on a
computerized accounts receivable system and the notice and envelope filed centrally. The notice and
envelope shall be retained in accordance with MPP Section 23-353 (Records Retention).
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FRAUD AND SUSPECTED LAW VIOLATIONS

Regulations AFDC/FS INTERCEPT PROGRAM 20-407 (Cont.)

20-406 INTERCEPT WARNING NOTICE TO DELINQUENT RECIPIENTS 20-406
(Continued)

.32 Noticesthat are unddiverable dueto clerical or typographical errors shall be corrected and remailed

.33

by the county.

Cases in which attempts to notify the recipients have been unsuccessful shall not be deleted from
the intercept submission list.

Warning notices for the federal tax intercept shall use the address information provided by the IRS. If a
warning noticeis returned as undeliverable no further action is necessary as the standard for a reasonable
attempt to notify an individual has been met.

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code and Wightman v. Franchise Tax Board, 249 Cal Rptr. 207, 202 C.A. 3d 966;
Anderson v. McMahon, Superior Court, Alameda County, 1989, No. 620039-4, stipulation and court order for

entry of judgment, filed August 22, 1989; Federal Register, August 20, 1991 (56 FR 41325-31); Federal
Register, August 28, 1992 (57 FR 39176-77); Federa Register, August 12, 1993 (58 FR 42937); Federal
Register, September 1, 1995 (60 FR 45990); Deficit Reduction Act of 1984 (DEFRA) (31 USC 2720A); Food
Stamp Act of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.

20-407

A

ADMINISTRATIVE REVIEW PROCEDURES 20-407

If arecipient challenges an intercept submission after receipt of the warning notice, the submitting county
shall attempt to resolve the dispute through an administrative review which may include, at the recipient's
request, a face-to-face meeting. Thisreview may aso be requested at any time during the calendar year
in which atax intercept may have occurred. The informal review procedureis asfollows:

11 Animpartid agency representative appointed by the agency director and empowered to correct the
submission by the county shall conduct the review. When requested, this review must be provided
within ten (10) working days of the receipt of the request.

.12 Theagency representative shall review the case information that substantiates the "right of recovery"
or "legaly enforceable’, including the cause(s), amount(s), and period(s) of the
overpayments/overissuances.

.13 Theagency representative shall review all necessary legal documents and proof of payment by the
recipient.
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FRAUD AND SUSPECTED LAW VIOLATIONS
20-407 (Cont.) AFDC/FS INTERCEPT PROGRAM Regulations

20-407 ADMINISTRATIVE REVIEW PROCEDURES 20-407

.14  The agency representative shdl report the findingsto the recipient in writing within ten (10) working
daysof thereview. Thefindingsshal inform the recipient of the right to a state hearing under MPP
Division 22.

.15 Withregard to federal tax intercept, the individual is entitled to have FCS review the state hearing
decison. CDSS shall inform the individual of this right in writing at the time the state hearing
decision isrendered.

.16  If an error isfound, the county shall:
161  Correct all records, accounts receivable, and automated systems;
162  Submit an updated case delinquent amount to CDSS within 10 calendar days; and
163  Promptly return any excess money intercepted to the recipient. (See M PP Section 20-408.)

NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Ingtitutions Code. Reference: Section
12419.5, Government Code; Wightman v. Franchise Tax Board, 249 Cal. Rptr. 207, 202 C.A. 3d 966, and
Anderson v. McMahon, Alameda County, 1989, No. 620039-4, stipulation and court order for entry of judgment,
filed August 22, 1989; Federd Register, August 20, 1991 (56 FR 41325-31); Federal Register, August 28, 1992
(57 FR 39176-77); Federal Register, August 12, 1993 (58 FR 42937); Federal Register, September 1, 1995 (60
FR 45990); Deficit Reduction Act of 1984 (DEFRA) (31 USC 2720A); Food Stamp Act of 1977 [7 USC 2026
Section 17 (b)]; and 7 CFR 273.18.

20-408 REFUND OF EXCESS INTERCEPTS 20-408

.1 Counties shall refund excess monies intercepted to the recipient within ten (10) calendar days after the
decision has been made to refund money regardless of whether or not the counties have received the
intercepted funds.

.2 When excess intercepted monies are refunded to the recipient, but are returned by the post office as
undeliverable, counties shall attempt to identify a more current address and remail the refund.

.3 Any monies which are undeliverable shall be retained by the county and not returned to CDSS.
NOTE: Authority Cited: Sections 10553 and 10554, Welfare and Institutions Code. Reference: Sections

12419.5, 50050, 50052, and 50055, Government Code; Anderson v. McMahon, Alameda County, 1989, No.
620039-4, stipulation and court order for entry of judgment, filed August 22, 1989.
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FRAUD AND SUSPECTED LAW VIOLATIONS
AFDC/FS INTERCEPT PROGRAM 20-409

20-409

SAFEGUARD PROCEDURES 20-409

.1 Counties shall establish and design procedures to prevent unauthorized uses of the information and to
protect the confidentiality of the information received from the Federal Tax Refund Offset Program
(FTROP). The procedures shall contain, but are not limited to the following:

A1

A2

A3

14

Secure storage ares;
Limit access to FTROP information;
Destruction of FTROP information; and

Employee awareness of civil and criminal penaltiesinvolved with improper disclosure of FTROP
information.

NOTE: Authority cited: Sections 10553 and 10554, Welfare and Institutions Code. Reference: Federal Register,
August 20, 1991 (56 FR 41325-31); Federal Register, August 28, 1992 (57 FR 39176-77); Federal Register,
August 12, 1993 (58 FR 42937); Federal Register, September 1, 1995 (60 FR 45990); Deficit Reduction Act
of 1984 (DEFRA) (31 USC 2720A); Food Stamp Act of 1977 [7 USC 2026 Section 17 (b)]; and 7 CFR 273.18.
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